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State of Wisconsin
Department of Financial Institutions

Jim Doyle, Governor Lorrie Keating Heinemann, Secretary

November 4, 2004

Mr. Terry C. Anderson, Director
Joint Legislative Council

One East Main Street, Suite 401
P.O. Box 2536

Madison, W1 53701

Dear Mr. Anderson:

On behalf of the Wisconsin Department of Financial Institutions and the Wisconsin Office of
Credit Unions, I am submitting the following recommendations for consideration by the Law
Revision Committee during the 2005-2006 session. These submissions are in addition to the
previous remedial legislation requests submitted by DFI that are summarized at the end of this
memo. There is no fiscal impact to any of the proposed revisions.

Proposed Revision #1 — Credit Union Services

Remove “limited service offices outside the state” in Chapter 186.113(1m). Credit unions are
now permitted to maintain out-of-state branches.

Current statute 186.113(1m) limits credit unions to limited service offices that were established
before November 6, 2003. No such offices exist at this time. The description of branch offices
in Chapter 186.113(1) was expanded with 2003 Act 63 to include “branch offices inside or
outside of this state.” ~

Proposed Revision #2 - Chapter 138 Changes

1. Amend s.138.09(4) to read that a license can be revoked for any of the listed grounds by
changing the word “and” at the end of 138.09(4)(a)2. to “or.” ~

The necessity of this change is that revocations are based upon separate grounds for each
entity. It is impracticable to have an all-inclusive revocation list. The consequence of
this is that if a licensed entity pays its license fee, their license can never be revoked for
other unethical behavior because paying the fee is one of the listed grounds in s. 138.09

).
2. Add authority to bill for loan company examinations to s. 138.09(4)(a).

The authority to charge for an examination was eliminated by mistake when 1997 Act 27
passed. The goal was to eliminate the reference to the consumer credit review board -
only, which was in s. 138.09(4a) but that is also where the exam authority was as well.

'M

Office of the Secretary é
Mail: PO Box 8861 Madison, WI 53708-8861 Courier: 345 W. Washington Ave. 5" Floor Madison, W1 53703 §
Voice: (608) 264-7800 Fax: (608) 261-4DFI TTY: (608) 266-8818 Internet: www.wdfi.org




3. Amend s. 138.09 to give the department authority to issue special or general orders
against loan companies and insurance premium finance companies.

The division of banking has the authority to issue special or general orders against all
entities it licenses except loan companies and insurance premium finance companies.
Both loan companies and insurance premium finance companies are licensed with DFI
under ss. 138.09 and 138.12, respectively, but currently the division does not have the
authority to enforce the provisions for these licensees under 138.09.

Proposed Revision #3 — Chapter 220 Authority

Include 5.138.12 and 5.224 subchapter III under chapter 220. Chapter 220 has several provisions
that list all the banking division entities under the authority of the banking administrator.
Insurance premium finance companies and mortgage banking have yet to be included.

Proposed Revision #4 - Chapter 183 Changes Relating to Reinstatement 'for LLCs

Revise 183.09025(4) to remove the 30-day limit provision in 183.09025(4)(a). The statute
should mirror 180.1422 regarding reinstatement of business corporations which reads, “( DA
corporation that is administratively dissolved may apply to the department for reinstatement.” »

We are requesting the change so that there is consistency in the law governing reinstatement
whether it is a corporation or limited liability company. The 30-day time frame puts on unfair
and unnecessary burden on LLC owners who wish to reinstate their business. Additionally it may
create unnecessary administrative burdens on the agency in administering remedies.

Pmposed Revision #5 — Chapter 218 Error

- When 21 8.01(6m) of the statute was renumbered to ss. 218.0143(1) and (2) by 99 Act 31, the
meaning was changed significantly. This was not the intent, and the prior meaning should be

restored.

Specifically, prior to the change, s. 218.01(6m) indicated that whenever insurance coverage is
included on a retail installment contract, the policy shall include public liability insurance
("PLI") coverage or the seller shall notify the buyer that the motor vehicle is not covered by PLL

After the change, s. 218.0143(1) indicates that whenever insurance coverage is included on a
retail installment contract, the policy issued shall include PLI coverage, and s. 218.0143(2)
indicates that that whenever insurance coverage is not included on a retail installment contract,
the seller needs to notify the buyer that the vehicle is not covered by PLL. These provisions are

contradictory and misleading.




Previously Proposed Revisions

Changes that have been submitted in previous sessions and are being resubmitted for
consideration at this time include:

1y

2)

3)

4)

5)

6)

7

8)

Repeal s. 186.35, eliminating the Wisconsin Credit Union Savings Insurance
Corporation. The corporation was dissolved at a special meeting of the Board of
Trustees and Members on May 8, 1999. Y es) oF ¥Ys©

Add Mortgage Banking and Non-depc;sitory Small Business Administration (SBA)
Lenders to s. 220.02. e
be| S8 g0}

Trust Service Offices — Eliminate the language “in this state” in ss. 221.0316 (4) and
223.07 (1). When changes were made to these sections in the 1995-96 session, an
oversight occurred by not adopting langnage permitting Wisconsin financial institutions
to establish Trust Service Offices at a bank or branch location outside of Wisconsin.

\ Seol 58 foF
Also replace “the state or national bank” with “depository institutions, as defined in s.
221.0901 (2)(1).”

Sellers of Checks — Eliminate the “telegraph company” exemption under s. 217.02 (9).

It is our understanding that this type of entity no longerexists. 5 s 1 28 To 3%

Collection Agencies — Eliminate the term “professional men’s associations” from
s.218.04 (1)(a). This is an antiquated term that no longer needs to be specifically
exempted from the “collection agency” definition. 2001 €6 o

Free Credit Balances — Amend s. 224.02 to eliminate the antiquated language that
specifies the criteria with which an “agent for investment” must comply in order to pay
interest on free credit balances. This will provide a clear exemption from the statutory
definition of “the business of banking” and allow an “agent for investment” to pay
interest on these balances to their clients. 2 ool 5B 0% ’

Revocation and Suspension of Securities Licenses — amend s. 551.63 (2) to exclude the
actions required to be taken by the Division of Securities against licensees for
delinquency in paying either child support or state taxes, ’gfom the general standard
re . df D... . . 7\»,&;5 (6 %G

quired for Division actions. ¢

Franchise Registration Statements — Amend s. 553.26 (4m) to clarify that once a person~,
has registered a franchise, the person is not required to file any additional information :
except amendments that reflect material changes to the registration statement. a 2047

oy T
56 9

Amend s. 553.31 (2) to clarify that any amendment filed with the Division of Securities
after the effective date of a registration for the sale of a franchise is effective upon
receipt of the amendment.



9) Pawnbrokers — Create a blanket exemption in s. 138.10 for pawnbrokérs licensed by DFI
and remove the reference to rule- makmg authority froms. 138.10 and place it, more
properly, within s. 138.09. ¢ 5| £ © €9 +

10) Service Corporations — Amend s. 180.1911 to allow minority ownership by non-CPAs in
CPA firms. This omission was an oversight in 2001 Assembly Bill 345.

20073 LRB=Yulb/ 2

Sincerely,

(M—/

Kathryn Carlson
Executive Assistant

cc: Secretary Lorrie Keating Heinemann
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Pawnbrokers
Currently, pawnbrokers are subject to multiple licensing
requirements under the trade regulation statutes, the licensed 1
the pawnbroker statutes. Under the licensed lender statutes; before any person,
including a pawnbroker, may charge interest in excess of 18% per year, the person
. must obtain a license from the djvision of banking (division) within the gepartment
g‘” g of ,fmanmal institutiong”) The "division must investigate all of the relevant facts
’ 1If the division finds that the applicant is of sufficient

regarding each applicant.
character and general fifness, is financially responsible, and meets all other

d operational
der statutes, and
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requirements spegified under the liéénsed lender statutes, the division must grant
the license. Thé licensed lender statutes also contain requirements regarding
annual reportg’by licensees to the division and licensee record keeping.

Under tfhe pawnbroker statutes, a\pawnbroker may not charge interest in
excess of 3% per month or, unless the pa\;g\broker is a licensed lender, make a loan
in excess of $150. The pawnbroker statutes\also mandate a specific procedure that
a pawnbroker must follow when selling propexty deposited with the pawnbroker as
security for a loan.

This bill exempts any person that is a \kjcensed lender from the current
prohibitions on charging interest in excess of 3%/per month and making loans in
excess of $150. In addition, the bill exempts any pawnbroker that is also a licensed
lender from the current, mandated procedure regarding the sale of property
deposited as security for a loan. Finally, the bill grants the division the authority to
promulgate rules and issue orders to administer and enforce the licensed lender
statutes.

Authority of the division of banking

Under current law, the division has general authority to enforce all laws
relating to banks and banking in this state. In addition, the division has specific
authority to regulate certain financial institutions, including mortgage bankers,
loan originators, mortgage brokers, and certain commercial institutions that lend to
small businesses. This bill specifies that the division’s general authority to enforce
laws relating to banks and banking includes the authority to enforce laws relating
to these financial institutions.

Trust services

Currently, a state bank may exercise certain trust powers with the approval of
the division. In addition, with the approval of the division, a trust company bank or
a state bank exercising trust powers may offer trust services at the offices of certain
other financial institutions, as long as the offices are in this state. This bill expands
the authority of the division to allow a state bank or a trust company bank to offer
trust services at the out—of-state offices of these financial institutions.

Sellers of checks

With certain exceptions, current law requires any person who engages in the
business of selling and issuing checks, transmitting money, or receiving money for
transmission (seller of checks) to obtain a license from the division. Current law also
contains numerous regulations specifically governing sellers of checks. Currently,
any telegraph company that receives money for immediate transmission by
telegraph is exempt from the definition of “seller of checks” and, as a result, from
these laws relating to sellers of checks. This bill removes this exemption.

Securities and investments

With certain exceptions, current law prohibits a person from engaging in the
business of banking without being organized and chartered as a specified banking
institution under state or federal law. Certain agents who receive and hold money,
pending investment in real estate or securities on behalf of the person who deposited
the money, are not engaged in the business of banking, as that term is currently
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defined. However, this exemption from the definition of banking only applies if the
agent keeps the money in a separate trust fund, does not comingle the money with
the agent's own property, and does not agree to pay interest on the money other than
to account for the actual income that is derived from the money while held pending
investment.

This bill expands this exemption from the definition of banking. Under this bill,
an agent who receives and holds money, pending investment in real estate or
securities on behalf of the person who deposits the money, is not engaged in the
business of banking, regardless of whether the money is separately kept and
regardless of whether the agent agrees to pay interest on the money. Thus, under
this bill, an agent may pay interest on money that the agent receives and holds,
pending investment in real estate or securities on behalf of the person who deposited
the money.

Under current law, the division of securities in DFI oversees the licensing of
securities broker—dealers, agents investment advisers, and investment adviser
representatives. Current law generally requires every order of the division of
_securities to be appropriate for the protection of both investors andthe public

“nterest. Current law also specifically requires the division of securities to restrict
or suspend a license if the licensee fails to pay court-ordered child support and to
revoke a license if the licensee is liable for delinquent taxes. This bill clarifies that
the general standard regarding protection of investors and the public interest does
not apply to an order restricting, suspending, or revoking a license due to unpaid
child support or delinquent taxes.

Franchises

Under Wisconsin's current franchise investment law, a person attempting to
sell a franchise must generally register the franchise offered for sale with the
division of securities. It is unclear, though, whether the person is similarly required
to register any material changes to the registration statement. This bill clarifies
that, once a person has properly registered a franchise, the person is not required to
file any additional information except amendments that reflect material changes to
the registration statement. This bill also changes the effective date of any
amendment filed after the effective date of the registration from the date the division
of securities approves of the amendment to the date the division of securities receives

e

the amendment. = —
Collection agencies

Currently, a person who engages in business as a collection agency must be
licensed by the commissioner of banking in DFI and is subject to laws specifically
governing collection agencies. However, current law exempts certain entities from
the definition of “collection agency” and, as a result, from the statutes governing
collection agencies. Currently, certain professional men's associations that collect
accounts for their members on a nonprofit basis are exempt from the definition of
“collection agency.” The term “professional men’s association” is not currently
defined.

This bill removes this exemption for professional men’s associations.
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For further information, see the NOTES provided by the law revision committee »
% of the mt - legislative council. — = 2P

r further information see the state fiscal éstimate, which will be printed a :
an appendix to this bill. W

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

Law REVISION_COMMITTEE PREFATORY NOTE: This bill is a remedial legislation

K proposal, requested by the department of financial institutions and introduced by the law

_revision committee under’s. 13.83 (1) (© 4., stafs. After careful consideration of the

“various provisions of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutés, and that these changes are desirable
as a matter of public policy.

SEcTION 1. 138.09 (title) of the statutes is repealed and recreated to read:

138.09 (title) Licensed lenders.

SEcCTION 2. 138.10 (Z%f the statutes is amended to read:

138.10 (2) MaxiMUM LOAN. Unless-made-by-a-personlicensed-unders—138-09;
a- A pawnbroker’s loan may not exceed $150.

SecTION 3. 138.10 (Zrﬁ)i)f the statutes is renumbered 138.09 (13) and amended
to read:

138.09 (13)

- The division ef-banking may

promulgate rules reg
s§—138-09 and issue orders to administer and enforce this section.

SEcTION 4. 138.10 (6)\of the statutes is renumbered 138.10 (13).

SECTION 5. 138.10 (75)/gf the statutes is renumbered 138.10 (14) and amended
to read:

138.10 (14) PeNALTY. Any pawnbroker who shall-refuse refuses to comply with
sub. {6} Q_{) shall;-upen-conviction;-be-punished-by-imprisenment be imprisoned in

the county jail for not more than one year or by-fine fined not exceeding more than

$500.
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SECTION 6. 138.10 (15) of the statutes is created to read:

v/
138.10 (15) ExceptiON. This section does not apply to any person that is

v
licensed under s. 138.09.

NoOTE: Under current law, pawnbrokers are subject to regulation under s. 138.10,
ats., which, among other things, limits loans to $150 and caps interest rates at 3% per
month. If a pawnbroker wants to charge interest rates greater than 18%, the pawnbroker

=4
v, must also register as a licensed lender under s. 138.09, Stats. To register as a licensed

lender, a pawnbroker must meet certain character and fitness, and financial
responsibility requirements. In addition, the pawnbroker must meet certain record
keeping and annual reporting requirements. This SECTION provides that if a pawnbroker
registers as a licensed lender, the pawnbroker is exempt from the requirements of s.

K~ 138.10, Stats.
(7

SECTION 7. 217.02 (9) of the statutes is amended to read:
217.02 (9) “Seller of checks” means a person who, as a service or for a fee or
other consideration, engages in the business of selling and issuing checks or the

receiving of money for transmission or the transmitting of money, or the transmitting

of money to foreign countries;—but-dees-not-include-the-business—ofa-telegraph

Note: This SECTION deletes the exemption of telegraph companies from the
definition of “seller of checks.” Telegraph companies no longer exist.

SECTION 8. 218.04 (1) (a) of the statutes is amended to read:

218.04 (1) (a) “Collection agency” means any person engaging in the business
of collecting or receiving for payment for others of any account, bill or other
indebtedness. It shall not include attorneys at law authorized to practice in this state
and resident herein, banks, express companies, state savings banks, state savings

and loan associations, insurers and their agents, trust companies;-er-professional

must be Iicensed by the division of banking fin the department of financial institutions



o 0 N o

10
11
12
13
14
15
16
17
18

2001 - 2002 Legislature -6 - LRB-3819/1
RJIM:all:kjf

ASSEMBLY BILL 807 SECTION 8

(DFI) and is subject to laws that specifically regulate collection agencies. Certain
“professional men'’s associations” that collect accounts for their members on a nonprofit
basis are exempt from the definition of “collections agency.” Since the term “professional
men's association” is currently not defined and DFI cannot locate any such organizations,
this SECTION deletes the exemption.

h

B g é .
SECTION 9. 220.02 2{(%(1 (ffgof the statutes are created to read:
220.02 (2) ( fg Mortgage banker{ loan orlgmators and mortgage brokers under
subch. III of ch. 224.°
‘ e
(%” %ondepository small business lenders under subch. IV of ch. 224.

7f< Note: Under current law the ditisiotrefBanking (division} in the departmentof—
firiahciatinstitutiens has the specific authority to regulate mortgage brokers, mortgage
bankers, loan originators and certain institutions that lend to small businesses. In
addition the division's general authority authorizes it to enforce all laws relating to banks
and banking in this state. This SECTION specifies that the division's general authority
includes the authority to regulate mortgage brokers, mortgage bankers, loan originators
and certain institutions that lend to small businesses.

p S

SECTION 10. 221.0316 (4) of the statutes is amended to read:

221.0316 (4) TRUST SERVICE OFFICES. A state bank exercising trust powers may,
with the approval of the division, establish and maintain a trust service office at any
office in-this-state of any other depository institution, as defined under s. 221.0901
(2) (). A state bank may, with the approval of the division, permit any other
depository institution, as defined under s. 221.0901 (2) (i), exercising trust powers
or any trust company bank organized under ch. 223 to establish and maintain a trust
service office at any of its banking offices. The establishment and operation of a trust
service office are subject to s. 223.07. This subsection does not authorize branch
banking. P

SEcTION 11. 223.07 (1) of the statutes is amended to read:

223.07 (1) Any trust company bank may, with the approval of the division,

establish and maintain a trust service office at any office in-this-state of a depository

institution, as defined in s. 221.0901 (2) (i), if the establishment of the trust service

31& Cmi}@

‘nd«:



[y

10
11
12
13
14
15
16
17

2001 - 2002 Legislature -7- Lg?ﬁsfﬁzlf

ASSEMBLY BILL 807 SECTION 11

office has been approved by the board of directors of the

depository institution at a meeting called for that purpose.

NoTE: Under current law, the divisio i division)j in she departinentof"

, 1 may allow a state bank to exercise certain trust powers. In addition,
the divisio may allow a trust company bank or a state bank exercising trust powers
to offer trust services at the offices of certain other financial institutions, ailf/opg as the

‘ ))( offices are in this state. During the 1995-1996 legislative session, the Fegislature

amended the law to allow out—-of-state depository institutions to establish a Trust Service
Office at a bank or branch location in Wisconsin. This and the preceding SECTION expand
the authority of the division to allow a Wisconsin state bank or trust company bank to

offer trust services at the out—of-state offices of certain financial institutions.
v

SECTION 12. 224.02 of the statutes is amended to read:

224.02 Banking, defined. The soliciting, receiving, or accepting of money or
its equivalent on deposit as a regular business by any person, partnership,
association, or corporation, shall be deemed to be doing a banking business, whether
such deposit is made subject to check or is evidenced by a certificate of deposit, a
passbook, a note, a receipt, or other writing, provided that nothing herein shall apply

to or include money left with an agent, pending investment in real estate or securities

for or on account of the agent’s principal. Previded;-hewever-thatif meney-soleft-with

Note: This SECTION exempts from the definition of “business of banking” agents
who receive and hold money pending investment in real estate or securities on behalf of
the person who deposits the money. Under current law such an agent would only be
exempt if the agent kept the money in a separate trust fund, did not mingle the money
with the agent's own property, and did not agree to pay interest on the money. This
SECTION exempts such agents regardless of whether they pay interest or whether the
money is kept separate.
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o
SEcCTION 13. 551.63 (2) of the statutes is amended to read:

551.63 (2) Ne Except as provided under s. 551.34 (1m) (b{and (c). no rule, form
or order may be made, amended or rescinded unless the division finds that the action
is necessary or appropriate in the public interest and for the protection of investors.
In prescribing rules and forms the division may cooperate with the securities
administrators of other states and the securities and exchange commission with a
view to achieving maximum uniformity in the form and content of registration

statements, notice filings, applications and reports wherever practicable.

W

NotE: The current standard in s. 551.63 (2), stats., for actions of the division of
securities prohibits rules, forms, or orders from being made, amended, or rescinded
unless the division finds that the action is necessary or appropriate in the public jnterest
and for the protection of investors. However, current s. 551.34 (1m) (b) and (¢, stats.,
require action when a licensee fails to pay court—ordered child support or is liable for
delinquent taxes.

This SECTION amends s. 551.63 (2) stats., to exclude the actions required for child
support enforcement and delinquent taxes from the general standard used for division
actions.

s
SECTION 14. 553.26 (4m) of the statutes is amended to read:

553.26 (4m) A person who has complied with sub. (1) need not file with the
division, during the period when the registration is effective, any more information,

meludmg—any—&mendmen{-s—ﬁe—khe—eﬁfemqg—meula% other than an application or

amendment required to be filed under s. 553 31. The division may not require

changes in the offering circular filed by the franchisor, subject to the division's

authority to suspend or revoke a registration for any of the causes under s. 553.28.

Note: This SECTION results from 1995 Wisconsin Act 364. The legislation,
introduced as 1995 Assembly Bill 782, would have repealed s. 553.31, stats., which
requires a franchise registrant to file material amendments to its uniform franchise
offering circular. Assembly Amendment 4 to Assembly Bill 782 deleted the proposed
repeal of s. 553.31. However the amendment did not include the necessary changes to
s. 553.26 (4m), stats., to remove inconsistent language and to clarify that the
amendments required under s. 553.31, stats., must still be filed with the division of
securities in the department of financial institutions. This SECTION makes those changes.

v’
SEcCTION 15. 553.31 (2) of the statutes is amended to read:
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ASSEMBLY BILL 807 SECTION 15

553.31 (2) An amendment te-an-application filed after the effective date of the
registration of the sale of franchises;-if the-amendmentis-approved-by-the-division;

interest-or-the-protection-of franchisees is effective upon receipt of the amendment

by the division.

e
NoTE: This SECTION amends s. 553.31 (2), stats., to clarify that any amendment
that is filed with the division of securities after the effective date of a registration of the
sale of a franchise is effective upon receipt of the amendment by the division. The current
statute is ambiguous as to whether it applies to any amendment filed after an effective
registration or only to an amendment to an application that was filed after an effective
registration.

SECTION 16. Initial applicability. Y

(Y) The treatment of section 138.10 (2) and (15) of the statutes first applies to
any person conducting business as a pawnbroker on the effective date of this
subsectign.

SEcTION 17. Effective dates. This act takes effect on the day after publication,
except as follows: AL

v v 7 v

(1) PAWNBROKERS. The treatment of section 138.10 (2), (6), (7), and (15) of the
statutes and SECTION %(Koﬁ‘hﬂiié act take effect on the first day of the 6th month
beginning after publication.

(END)

p- Nt
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AN ACT to renumber 138.10 (6); to renumber and amend 138.10 (2m) and
138.10 (7); to amend 138.10 (2), 217.02 (9), 218.04 (1) (a), 221.0316 (4), 223.07
(1), 224.02, 551.63 (2), 553.26 (4m) and 553.31 (2); to repeal and recreate
138.09 (title); and fo create 138.10 (15) and 220.02 (2) (g) and (h) of the
statutes; relating to: various changes regarding the Department of Financial
Institutions and persons regulated by the Department of Financial Institutions
and granting rule-making authority (suggésted as remedial legislation by the

Department of Financial Institutions).

Analysis by the Legislative Reference Bureau

Pawnbrokers , ,

Currently, pawnbrokers are subject to multiple licensing and operational
requirements under the trade regulation statutes, the licensed lender statutes, and
the pawnbroker statutes. Under the licensed lender statutes, before any person,
including a pawnbroker, may charge interest in excess of 18 percent per year, the
person must obtain a license from the Division of Banking (division) within the
Department of Financial Institutions (DFI). The division must investigate all of the
relevant facts regarding éach applicant. If the division finds that the applicant is of
sufficient character and general fitness, is financially responsible, and meets all
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other requirements specified under the licensed lender statutes, the division must
grant the license. The licensed lender statutes also contain requirements regarding
annual reports by licensees to the division and licensee record keeping.

Under the pawnbroker statutes, a pawnbroker may not charge interest in
excess of 3 percent per month or, unless the pawnbroker is a licensed lender, make
a loan in excess of $150. The pawnbroker statutes also mandate a specific procedure
that a pawnbroker must follow when selling property deposited with the pawnbroker
as security for a loan.

This bill exempts any person that is a licensed lender from the current
prohibitions on charging interest in excess of 3 percent per month and making loans
in excess of $150. In addition, the bill exempts any pawnbroker that is also a licensed
lender from the current, mandated procedure regarding the sale of property
deposited as security for a loan. Finally, the bill grants the division the authority to
promulgate rules and issue orders to administer and enforce the licensed lender
statutes.

Authority of the Division of Banking

Under current law, the division has general authority to enforce all laws
relating to banks and banking in this state. In addition, the division has specific
authority to regulate certain financial institutions, including mortgage bankers,
loan originators, mortgage brokers, and certain commercial institutions that lend to
small businesses. This bill specifies that the division’s general authority to enforce
laws relating to banks and banking includes the authority to enforce laws relating
to these financial institutions.

Trust services

Currently, a state bank may exercise certain trust powers with the approval of
the division. In addition, with the approval of the division, a trust company bank or
a state bank exercising trust powers may offer trust services at the offices of certain
other financial institutions, as long as the offices are in this state. This bill expands
the authority of the division to allow a state bank or a trust company bank to offer
trust services at the out—of-state offices of these financial institutions.

Sellers of checks

With certain exceptions, current law requires any person who engages in the
business of selling and issuing checks, transmitting money, or receiving money for
transmission (seller of checks) to obtain a license from the division. Current law also
contains numerous regulations specifically governing sellers of checks. Currently,
any telegraph company that receives money for immediate transmission by
telegraph is exempt from the definition of “seller of checks” and, as a result, from
these laws relating to sellers of checks. This bill removes this exemption.

Securities and investments

‘With certain exceptions, current law prohibits a person from engaging in the
business of banking without being organized and chartered as a specified banking
institution under state or federal law. Certain agents who receive and hold money;,
pending investment in real estate or securities on behalf of the person who deposited
the money, are not engaged in the business of banking, as that term is currently
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defined. However, this exemption from the definition of banking only applies if the
agent keeps the money in a separate trust fund, does not commingle the money with
the agent’s own property, and does not agree to pay interest on the money other than
to account for the actual income that is derived from the money while held pending
investment.

This bill expands this exemption from the definition of banking. Under this bill,
an agent who receives and holds money, pending investment in real estate or
securities on behalf of the person who deposits the money, is not engaged in the
business of banking, regardless of whether the money 1is separately kept and
regardless of whether the agent agrees to pay interest on the money. Thus, under
this bill, an agent may pay interest on money that the agent receives and holds,
pending investment in real estate or securities on behalf of the person who deposited
the money.

Under current law, the Division of Securities in DFI oversees the licensing of
securities broker-dealers, agents, investment advisers, and investment adviser
representatives. Current law generally requires every order of the Division of
Securities to be appropriate for the protection of both investors and the public
interest. Current law also specifically requires the Division of Securities to restrict
or suspend a license if the licensee fails to pay court—ordered child support and to
revoke a license if the licensee is liable for delinquent taxes. This bill clarifies that
the general standard regarding protection of investors and the public interest does
not apply to an order restricting, suspending, or revoking a license due to unpaid
child support or delinquent taxes.

Franchises

Under Wisconsin’s current franchise investment law, a person attempting to
sell a franchise must generally register the franchise offered for sale with the
Division of Securities. It is unclear, though, whether the person is similarly required
to register any material changes to the registration statement. This bill clarifies
that, once a person has properly registered a franchise, the person is not required to
file any additional information except amendments that reflect material changes to
the registration statement. This bill also changes the effective date of any
amendment filed after the effective date of the registration from the date the Division
of Securities approves of the amendment to the date the Division of Securities
receives the amendment.

Collection agencies

Currently, a person who engages in business as a collection agency must be
licensed by the commissioner of banking in DFI and is subject to laws specifically
governing collection agencies. However, current law exempts certain entities from
the definition of “collection agency” and, as a result, from the statutes governing
collection agencies. Currently, certain professional men’s associations that collect
accounts for their members on a nonprofit basis are exempt from the definition of
“collection agency.” The term “professional men’s association” is not currently
defined.

This bill removes this exemption for professional men’s associations.
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For further information, see the NOTES provided by the Law Revision
Committee of the Joint Legislative Council.
For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

Law REviSION COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposal, requested by the Department of Financial Institutions and introduced by the
Law Revision Committee under s. 13.83 (1) (c) 4., stats. After careful consideration of the
various provisions of the bill, the Law Revision Committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.

SECTION 1. 138.09 (title) of the statutes is repealed and recreated to read:
138.09 (title) Licensed lenders.
SECTION 2. 138.10 (2) of the statutes is amended to read:

138.10 (2) MAXIMUM LOAN.

a- A pawnbroker’s loan may not exceed $150.

SECTION 3. 138.10 (2m) of the statutes is renumbered 138.09 (13) and amended
to read: |

138.09 (13) PAWNBROKING-BY LICENSED-LENDERS: The division ef banking may
promulgéte rules i ing i
8-—138-09 and issue orders to administer and enforce this section.

SECTION 4. 138.10 (6) of the statutes is renumbered 138.10 (13).

SECTION 5. 138.10 (7) of the statutes is renumbered 138.10 (14) and amended

. to read:

138.10 (14) PENALTY. Any pawnbroker who shall refuse refuses to comply with

sub. £6) (13) shall;+ b be imprisoned in
the county jail for not more than one year or byfine fined not exceeding more than

$500.
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SECTION 6

SECTION 6. 138.10 (15) of the statutes is created to read:
138.10 (15) ExcepTioN. This section does not apply to any person that is

licensed under s. 138.09.

Note: Under current law, pawnbrokers are subject to regulation under s. 138.10,
stats., which, among other things, limits loans to $150 and caps interest rates at 3% per
month. If a pawnbroker wants to charge interest rates greater than 18%, the pawnbroker
must also register as a licensed lender under s. 138.09, stats. To register as a licensed
lender, a pawnbroker must meet certain character and fitness, and financial
responsibility requirements. In addition, the pawnbroker must meet certain record
keeping and annual reporting requirements. This SECTION provides that if a pawnbroker
registers as a licensed lender, the pawnbroker is exempt from the requirements of s.
138.10, stats.

SECTION 7. 217.02 (9) of the statutes is amended to read:
217.02 (9) “Seller of checks” means a person who, as a service or for a fee or
other consideration, engages in the business of selling and issuing checks or the

receiving of money for transmission or the transmitting of money, or the transmitting

of money to foreign countries;

Note: This SEcTION deletes the exemption of telegraph companies from the
definition of “seller of checks.” Telegraph companies no longer exist.

SECTION 8. 218.04 (1) (a) of the statutes is amended to read:

218.04 (1) (a) “Collection agency” means any person engaging.in the business
of collecting or receiving for payment for others of ahy account, bill or other
indebtedness. It shall not include attorneys at law authorized to practice in this state
and resident herein, banks, express companies, state savings banks, state savings

and loan associations, insurers and their agents, trust companies;-or-professional

or-follow-their profession, real estate brokers, and real estate salespersons.

Norte: Under current law, a person who engages in business as a collection agency
must be licensed by the division of banking in the department of financial institutions
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SECTION 8

(DFI) and is subject to laws that specifically regulate collection agencies. Certain
“professional men’s associations” that collect accounts for their members on a nonprofit
basis are exempt from the definition of “collections agency.” Since the term “professional
men’s association” is currently not defined and DFI cannot locate any such organizations,
this SECTION deletes the exemption.

SECTION 9. 220.02 (2) (g) and (h) of the statutes are created to read:
220.02 (2) (g) Mortgage bankers, loan originators, and mortgage brokers under
subch. III of ch. 224.

(h) Nondepository small business lenders under subch. IV of ch. 224.

Note: Under current law the division of banking (division) in the department of
financial institutions has the specific authority to regulate mortgage brokers, mortgage
bankers, loan originators and certain institutions that lend to small businesses. In
addition the division’s general authority authorizes it to enforce all laws relating to banks
and banking in this state. This SECTION specifies that the division’s general authority
includes the authority to regulate mortgage brokers, mortgage bankers, loan originators
and certain institutions that lend to small businesses.

SECTION 10. 221.0316 (4) of the statutes is amended to read:

221.0316 (4) TRUST SERVICE OFFICES. A state bank exercising trust powers may,
with the approval of the division, establish and maintain a trust service office at any
office in-this-state of any other depository institution, as defined under s. 221.0901
(2) ). A state bank may, with the approval of the division, permit any other
depository institution, as defined under s. 221.0901 (2) (i), exercising trust powers
or any trust company bank organized under ch. 223 to establish and maintain a trust
service office at any of its banking offices. The establishment and operation of a trust
service office are subject to s. 223.07. This subsection does not authorize branch
banking.

- SECTION 11. 223.07 (1) of the statutes is amended to read:

223.07 (1) Any trust company bank may, with the approval of the division,

establish and maintain a trust service office at any office in-this-state of a depository

institution, as defined in s. 221.0901 (2) (i), if the establishment of the trust service
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SECTION 11

office has been approved by the board of directors of the state-or-natienal bank

depository institution at a meeting called for that purpose.

Norte: Under current law, the division of banking (division) in the department of
financial institutions may allow a state bank to exercise certain trust powers. In addition,
the division may allow a trust company bank or a state bank exercising trust powers to
offer trust services at the offices of certain other financial institutions, as long as the
offices are in this state. During the 1995-1996 legislative session, the legislature
amended the law to allow out-of-state depository institutions to establish a Trust Service
Office at a bank or branch location in Wisconsin. This and the preceding SECTION expand
the authority of the division to allow a Wisconsin state bank or trust company bank to
offer trust services at the out-of-state offices of certain financial institutions.

SECTION 12. 224.02 of the statutes is amended to read:

224.02 Banking, défined. The soliciting, receiving, or accepting of money or
its equivalent on deposit as a regular business by any person, partnership,
association, or corporation, shall be deemed to be doing a banking business, whether
such deposit is made subject to check or is evidenced by a certificate of deposit, a
passbook, a note, a receipt, or other writing, provided that nothing herein shall apply
to or include money left with an agent, pending investment in real estate or securities
for or on account of the agent’s principal. Provided, however; that if money soleft-with

Norte: This SECTION exempts from the definition of “business of banking” agents
who receive and hold money pending investment in real estate or securities on behalf of
the person who deposits the money. Under current law such an agent would only be
exempt if the agent kept the money in a separate trust fund, did not mingle the money
with the agent’s own property, and did not agree to pay interest on the money. This
SECTION exempts such agents regardless of whether they pay interest or whether the
% money iS,,kep?t separate. /| cwrch{? AN s o et Formeetd? o L rine s s
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SECTION 13

SECTION 13. 551.63 (2) of the statutes is amended to read:

551.63 (2) Ne Except as provided under s. 551.34 (1m) (b) and (¢), no rule, form

or order may be made, amended or rescinded unless the division finds that the action
18 necessary or appropriate in the public interest and for the protection of investors.
In prescribing rules and forms the division may cooperate with the securities
administrators of other states and the securities a;nd exchange commission with a
view to achieving maximum uniformity in the form and content of registration

statements, notice filings, applicaﬁons and reports wherever practicable.

NoTE: The current standard in s. 551.63 (2), stats., for actions of the division of
securities prohibits rules, forms, or orders from being made, amended, or rescinded
unless the division finds that the action is necessary or appropriate in the public interest
and for the protection of investors. However, current s. 551.34 (1m) (b) and (c), stats.,
require action when a licensee fails to pay court-ordered child support or is liable for
delinquent taxes.

This SECTION amends s. 551.63 (2), stats., to exclude the actions required for child
support enforcement and delinquent taxes from the general standard used for division
actions.

SECTION 14. 553.26 (4m) of the statutes is amended to read:
553.26 (4m) A person who has complied with sub. (1) need not file with the

division, during the period when the registration is effective, any more information,

amendment required to be filed under s. 553.31. The division may not require

changes in the offering circular filed by the franchisor, subject to the division’s
authority to suspend or revoke a registration for any of the causes under s. 553.28.

Nore: This SECTION results from 1995 Wisconsin Act 364. The legislation,
introduced as 1995 Assembly Bill 782, would have repealed s. 553.31, stats., which
requires a franchise registrant to file material amendments to its uniform franchise
offering circular. Assembly Amendment 4 to Assembly Bill 782 deleted the proposed
repeal of 5. 553.31. However, the amendment did not include the necessary changes to
8. 553.26 (4m), stats., to remove inconsistent language and to clarify that the
amendments required under s. 553.31, stats., must still be filed with the division of
securities in the department of financial institutions. This SECTION makes those changes.

SECTION 15. 553.31 (2) of the statutes is amended to read:
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SEcCTION 15

553.31 (2) An amendment to-an-application filed after the effective date of the

registration of the sale of ﬁanchisesﬂﬁh&ame&dmemésﬂapprweébythedwisig&

interest-or-the-protection-of franchisees is effective upon receipt of the amendment
by the division.

NotE: This SECTION amends s. 553.31 (2), stats., to clarify that any amendment
that is filed with the division of securities after the effective date of a registration of the
sale of a franchise is effective upon receipt of the amendment by the division. The current
statute is ambiguous as to whether it applies to any amendment filed after an effective
registration or only to an amendment to an application that was filed after an effective
registration.

SECTION 16. Initial applicability.

(1) The treatment of section 138.10 (2) and (15) of the statutes first applies to
any person conducting business as a pawnbroker on the effective date of this
subsection.

SECTION 17. Effective dates. This act takes effect on the day after publication,
except as follows:

(1) PAWNBROKERS. The treatment of section 138.10 (2), (), (7), and (15) of the
statutes and SECTION 16 (1) of this act take effect on the first day of the 6th month
beginning after publication.

(END)
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AN ACT ¢to renumber 138.10 (6); to renumber and amend 138.10 (2m) and
138.10 (7); to amend 138.10 (2), 217.02 (9), 218.04 (1) (a), 221.0316 (4), 223.07
(1), 224.02, 551.63 (2), 553.26 (4m) and 553.31 (2); to repeal and recreate
138.09 (title); and fo create 138.10 (15) and 220.02 (2) (g) and (h) of the
statutes; relating to: various changes regarding the Department of Financial
Institutions and persons regulated by the Department of Financial Institutions
and granting rule-making authority (suggested as remedial legislation by the

Department of Financial Institutions).

Analysis by the Legislative Reference Bureau

Pawnbrokers

Currently, pawnbrokers are subject to multiple licensing and operational
requirements under the trade regulation statutes, the licensed lender statutes, and
the pawnbroker statutes. Under the licensed lender statutes, before any person,
including a pawnbroker, may charge interest in excess of 18 percent per year, the
person must obtain a license from the Division of Banking (division) within the
Department of Financial Institutions (DFI). The division must investigate all of the
relevant facts regarding each applicant. If the division finds that the applicant is of
sufficient character and general fitness, is financially responsible, and meets all
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other requirements specified under the licensed lender statutes, the division must
grant the license. The licensed lender statutes also contain requirements regarding
annual reports by licensees to the division and licensee record keeping.

Under the pawnbroker statutes, a pawnbroker may not charge interest in
excess of 3 percent per month or, unless the pawnbroker is a licensed lender, make
a loan in excess of $150. The pawnbroker statutes also mandate a specific procedure
that a pawnbroker must follow when selling property deposited with the pawnbroker
as security for a loan.

This bill exempts any person that is a licensed lender from the current
prohibitions on charging interest in excess of 3 percent per month and making loans
in excess of $150. In addition, the bill exempts any pawnbroker that is also a licensed
lender from the current, mandated procedure regarding the sale of property
deposited as security for a loan. Finally, the bill grants the division the authority to
promulgate rules and issue orders to administer and enforce the licensed lender
statutes.

Authority of the Division of Banking

Under current law, the division has general authority to enforce all laws
relating to banks and banking in this state. In addition, the division has specific
authority to regulate certain financial institutions, including mortgage bankers,
loan originators, mortgage brokers, and certain commercial institutions that lend to
small businesses. This bill specifies that the division’s general authority to enforce
laws relating to banks and banking includes the authority to enforce laws relating
to these financial institutions.

Trust services

Currently, a state bank may exercise certain trust powers with the approval of
the division. In addition, with the approval of the division, a trust company bank or
a state bank exercising trust powers may offer trust services at the offices of certain
other financial institutions, as long as the offices are in this state. This bill expands
the authority of the division to allow a state bank or a trust company bank to offer
trust services at the out—of-state offices of these financial institutions.

Sellers of checks

With certain exceptions, current law requires any person who engages in the
business of selling and issuing checks, transmitting money, or receiving money for
transmission (seller of checks) to obtain a license from the division. Current law also
contains numerous regulations specifically governing sellers of checks. Currently,
any telegraph company that receives money for immediate transmission by
telegraph is exempt from the definition of “seller of checks” and, as a result, from
these laws relating to sellers of checks. This bill removes this exemption.

Securities and investments

With certain exceptions, current law prohibits a person from engaging in the
business of banking without being organized and chartered as a specified banking
institution under state or federal law. Certain agents who receive and hold money,
pending investment in real estate or securities on behalf of the person who deposited
the money, are not engaged in the business of banking, as that term is currently
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defined. However, this exemption from the definition of banking only applies if the
agent keeps the money in a separate trust fund, does not commingle the money with
the agent’s own property, and does not agree to pay interest on the money other than
to account for the actual income that is derived from the money while held pending
investment.

This bill expands this exemption from the definition of banking. Under this bill,
an agent who receives and holds money, pending investment in real estate or
securities on behalf of the person who deposits the money, is not engaged in the
business of banking, regardless of whether the money is separately kept and
regardless of whether the agent agrees to pay interest on the money. Thus, under
this bill, an agent may pay interest on money that the agent receives and holds,
pending investment in real estate or securities on behalf of the person who deposited
the money.

Under current law, the Division of Securities in DFI oversees the licensing of
securities broker—dealers, agents, investment advisers, and investment adviser
representatives. Current law generally requires every order of the Division of
Securities to be appropriate for the protection of both investors and the public
interest. Current law also specifically requires the Division of Securities to restrict
or suspend a license if the licensee fails to pay court—ordered child support and to
revoke a license if the licensee is liable for delinquent taxes. This bill clarifies that
the general standard regarding protection of investors and the public interest does
not apply to an order restricting, suspending, or revoking a license due to unpaid
child support or delinquent taxes.

Franchises

Under Wisconsin’s current franchise investment law, a person attempting to
sell a franchise must generally register the franchise offered for sale with the
Division of Securities. It is unclear, though, whether the person is similarly required
to register any material changes to the registration statement. This bill clarifies
that, once a person has properly registered a franchise, the person is not required to
file any additional information except amendments that reflect material changes to
the registration statement. This bill also changes the effective date of any
amendment filed after the effective date of the registration from the date the Division
of Securities approves of the amendment to the date the Division of Securities
receives the amendment.

Collection agencies

Currently, a person who engages in business as a collection agency must be
licensed by the commissioner of banking in DFI and is subject to laws specifically
governing collection agencies. However, current law exempts certain entities from
the definition of “collection agency” and, as a result, from the statutes governing
collection agencies. Currently, certain professional men’s associations that collect
accounts for their members on a nonprofit basis are exempt from the definition of
“collection agency.” The term “professional men’s association” is not currently
defined.

This bill removes this exemption for professional men’s associations.
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For further information, see the NOTES provided by the Law Revision
Committee of the Joint Legislative Council.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

Law REevisioN COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposal, requested by the Department of Financial Institutions and introduced by the
Law Revision Committee under s. 13.83 (1) (¢) 4., stats. After careful consideration of the
various provisions of the bill, the Law Revision Committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.

SECTION 1. 138.09 (title) of the statutes is repealed and recreated to read:

138.09 (title) Licensed lenders.

SECTION 2. 138.10 (2) of the statutes is amended to read:

138.10 (2) MAxXiMUM LOAN. Unless- made by-a person licensed-unders-138.09;
a- A pawnbroker’s loan may not exceed $150.

SECTION 3. 138.10 (2m) of the statutes is renumbered 138.09 (13) and amended
to read:

138.09 (13) PAWNBROKING-BY LICENSED-LENDERS: The division ofbanking may

promulgate rules regu
5—138-09 and issue orders to administer and enforce this section.

SECTION 4. 138.10 (6) of the statutes is renumbered 138.10 (13).

SECTION 5. 138.10 (7) of the statutes is renumbered 138.10 (14) and amended
to read:

138.10 (14) PENALTY. Any pawnbroker who shallrefuse refuses to comply with
sub. £6) (13) shall;-upen-convietion; be-punished by imprisonment be imprisoned in
the county jail for not more than one year or by-fine fined not exeeeding more than

$500.
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SECTION 6

SECTION 6. 138.10 (15) of the statutes is created to read:
138.10 (15) ExcepTiON. This section does not apply to any person that is

licensed under s. 138.09.

Note: Under current law, pawnbrokers are subject to regulation under s. 138.10,
stats., which, among other things, limits loans to $150 and caps interest rates at 3% per
month. If a pawnbroker wants to charge interest rates greater than 18%, the pawnbroker
must also register as a licensed lender under s. 138.09, stats. To register as a licensed
lender, a pawnbroker must meet certain character and fitness, and financial
responsibility requirements. In addition, the pawnbroker must meet certain record
keeping and annual reporting requirements. This SECTION provides that if a pawnbroker
registers as a licensed lender, the pawnbroker is exempt from the requirements of s.
138.10, stats.

SECTION 7. 217.02 (9) of the statutes is amended to read:
217.02 (9) “Seller of checks” means a person who, as a service or for a fee or
other consideration, engages in the business of selling and issuing checks or the

receiving of money for transmission or the transmitting of money, or the transmitting

of money to foreign countries;but-dees-not-include-the-business—of-a-telegraph

Note: This SECTION deletes the exemption of telegraph companies from the
definition of “seller of checks.” Telegraph companies no longer exist.

SECTION 8. 218.04 (1) (a) of the statutes is amended to read:

218.04 (1) (a) “Collection agency” means any person engaging in the business
of collecting or receiving for payment for others of any account, bill or other
indebtedness. It shall not include attorneys at law authorized to practice in this state
and resident herein, banks, express companies, state savings banks, state savings

and loan associations, insurers and their agents, trust companies;-or-professional

or-follow-their profession, real estate brokers, and real estate salespersons.

Norte: Under current law, a person who engages in business as a collection agency
must be licensed by the division of banking in the department of financial institutions
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SECTION 8

(DFID) and is subject to laws that specifically regulate collection agencies. Certain
“professional men’s associations” that collect accounts for their members on a nonprofit
basis are exempt from the definition of “collections agency.” Since the term “professional
men’s association” is currently not defined and DFI cannot locate any such organizations,
this SECTION deletes the exemption.

SECTION 9. 220.02 (2) (g) and (h) of the statutes are created to read:

220.02 (2) (g) Mortgage bankers, loan originators, and mortgage brokers under
subch. III of ch. 224.

(h) Nondepository small business lenders under subch. IV of ch. 224.

NoTte: Under current law the division of banking (division) in the department of
financial institutions has the specific authority to regulate mortgage brokers, mortgage
bankers, loan originators and certain institutions that lend to small businesses. In
addition the division’s general authority authorizes it to enforce all laws relating to banks
and banking in this state. This SECTION specifies that the division’s general authority
includes the authority to regulate mortgage brokers, mortgage bankers, loan originators
and certain institutions that lend to small businesses.

SECTION 10. 221.0316 (4) of the statutes is amended to read:

221.0316 (4) TRUST SERVICE OFFICES. A state bank exercising trust powers may,
with the approval of the division, establish and maintain a trust service office at any
office in-this-state of any other depository institution, as defined under s. 221.0901
(2) (1). A state bank may, with the approval of the division, permit any other
depository institution, as defined under s. 221.0901 (2) (i), exercising trust powers
or any trust company bank organized under ch. 223 to establish and maintain a trust
service office at any of its banking offices. The establishment and operation of a trust
service office are subject to s. 223.07. This subsection does not authorize branch
banking.

SECTION 11. 223.07 (1) of the statutes is amended to read:

223.07 (1) Any trust company bank may, with the approval of the division,
establish and maintain a trust service office at any office in-this-state of a depository

institution, as defined in s. 221.0901 (2) (i), if the establishment of the trust service
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office has been approved by the board of directors of the state-ernational-bank

depository institution at a meeting called for that purpose.
NotE: Under current law, the division of banking (division) in the department of
financial institutions may allow a state bank to exercise certain trust powers. In addition,

the division may allow a trust company bank or a state bank exercising trust powers to

offer trust services at the offices of certain other financial institutions, as long as the

offices are in this state. During the 1995-1996 legislative session, the legislature

amended the law to allow out—of-state depository institutions to establish a Trust Service

Office at a bank or branch location in Wiscongin. This and the preceding SECTION expand

the authority of the division to allow a Wisconsin state bank or trust company bank to

offer trust services at the out—of-state offices of certain financial institutions.

SECTION 12. 224.02 of the statutes is amended to read:

224.02 Banking, defined. The soliciting, receiving, or accepting of money or
its equivalent on deposit as a regular business by any person, partnership,
association, or corporation, shall be deemed to be doing a banking business, whether
such deposit is made subject to check or is evidenced by a certificate of deposit, a
passbook, a note, a receipt, or other writing, provided that nothing herein shall apply

to or include money left with an agent, pending investment in real estate or securities

for or on account of the agent’s principal. Previded,- however, thatif money-soleft-with

Norte: This SECTION exempts from the definition of “business of banking” agents
who receive and hold money pending investment in real estate or securities on behalf of
the person who deposits the money. Under current law such an agent would only be
exempt if the agent kept the money in a separate trust fund, did not mingle the money
with the agent’s own property, and did not agree to pay interest on the money. This
SECTION exempts such agents regardless of whether they pay interest or whether the

money is kept separatep V/
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SECTION 13

SECTION 18. 551.63 (2) of the statutes is amended to read:

551.63 (2) No Except as provided under s. 551.84 (1m) (b) and (¢), no rule, form

or order may be made, amended or rescinded unless the division finds that the action
is necessary or appropriate in the public interest and for the protection of investors.
In prescribing rules and forms the division may cooperate with the securities
administrators of other states and the securities and exchange commission with a
view to achieving maximum uniformity in the form and content of registration

statements, notice filings, applications and reports wherever practicable.

Norte: The current standard in s. 551.68 (2), stats., for actions of the division of
securities prohibits rules, forms, or orders from being made, amended, or rescinded
unless the division finds that the action is necessary or appropriate in the public interest
and for the protection of investors. However, current s. 551.34 (1m) (b) and (c¢), stats.,
require action when a licensee fails to pay court-ordered child support or is liable for
delinquent taxes.

This SECTION amends s. 551.63 (2), stats., to exclude the actions required for child
support enforcement and delinquent taxes from the general standard used for division
actions.

SECTION 14. 553.26 (4m) of the statutes is amended to read:
553.26 (4m) A person who has complied with sub. (1) need not file with the

division, during the period when the registration is effective, any more information,

including-any-amendments-to-the-offering cireular other than an application or

amendment required to be filed under s. 553.31. The division may not require

changes in the offering circular filed by the franchisor, subject to the division’s

authority to suspend or revoke a registration for any of the causes under s. 553.28.

Note: This SeCTION results from 1995 Wisconsin Act 364. The legislation,
introduced as 1995 Assembly Bill 782, would have repealed s. 553.31, stats., which
requires a franchise registrant to file material amendments to its uniform franchise
offering circular. Assembly Amendment 4 to Assembly Bill 782 deleted the proposed
repeal of s. 553.31. However, the amendment did not include the necessary changes to
s. 553.26 (4m), stats., to remove inconsistent language and to clarify that the
amendments required under s. 553.31, stats., must still be filed with the division of
securities in the department of financial institutions. This SECTION makes those changes.

SECTION 15. 553.31 (2) of the statutes is amended to read:
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SECTION 15

553.31 (2) An amendment te-an-application filed after the effective date of the
registration of the sale of franchises;if the-amendment-is-approved-by-the division;

interest-or-the protection-of franchisees is effective upon receipt of the amendment

by the division.

Note: This SECTION amends s. 553.31 (2), stats., to clarify that any amendment
that is filed with the division of securities after the effective date of a registration of the
sale of a franchise is effective upon receipt of the amendment by the division. The current
statute is ambiguous as to whether it applies to any amendment filed after an effective
registration or only to an amendment to an application that was filed after an effective
registration.

SECTION 16. Initial applicability.

(1) The treatment of section 138.10 (2) and (15) of the statutes first applies to
any person conducting business as a pawnbroker on the effective date of this
subsection.

SEcTION 17. Effective dates. This act takes effect on the day after publication,
except as follows:

(1) PAWNBROKERS. The treatment of section 138.10 (2), (6), (7), and (15) of the
statutes and SECTION 16 (1) of this act take effect on the first day of the 6th month
beginning after publication.

(END)
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INSERT 7-17:
According to the Department of Financial Institutions, the amendment provides a
clear exemption from the definition and will allow “agents for investments” to pay

interest on free credit balances for their clients.
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November 15, 2005

MEMORANDUM

To: Legislative Council - LRC

From: Mark D. Kunkel, Senior Legislative Attorney

Re: LRB-1418/1 Franchise registration statements, definition of banking, trust powers,
authority of the division of banking, securities licenses, sellers of checks,
pawnbrokers

The attached draft was prepared at your request. Please review it carefully to ensure that it is
accurate and satisfies your intent. If it does and you would like it jacketed for introduction,
please indicate below for which house you would like the draft jacketed and return this
memorandum to our office. If you have any questions about jacketing, please call our program
assistants at 266-3561. Please allow one day for jacketing.

JACKET FOR ASSEMBLY _{/ JACKET FOR SENATE

If you have any questions concerning the attached draft, or would like to have it redrafted,
please contact me at (608) 266-0131 or at the address indicated at the top of this memorandum.

If the last paragraph of the analysis states that a fiscal estimate will be prepared, the LRB will
request that it be prepared after the draft is introduced. You may obtain a fiscal estimate on the
attached draft before it is introduced by calling our program assistants at 266-3561. Please note
that if you have previously requested that a fiscal estimate be prepared on an earlier version of
this draft, you will need to call our program assistants in order to obtain a fiscal estimate on this
version before it is introduced.

Please call our program assistants at 266-3561 if you have any questions regarding this
memorandum. '




